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II. The Relationship Between Access Reform and Local Competition
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Use Access Reform to Drive Local Competition

B. Baseline Rate Structure and Rate Level Changes to Set the Stage for Local Competition

C. Manage the Transition to Competition by Offering Incentives to the Incumbent LECs

IV. A Staged Approach to Implementing Access Charge Reform
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I. INTRODUCTION:
WORLDCOM'S APPROACH TO ACCESS CHARGE REFORM

• WorldCom, Inc. -- .December 31,1996 merger brought together:

• LDDS WorldCom

• MFS

• UUNet

• Our perspective is not merely that of a stand-alone IXC, CLEC, CAP, or Internet service provider -. but as a
company at the center of the convergence of these market segments -- and as a future full service
telecommunication~provider.

,

• WorldCom supports a market-based approach to access charge reform -- and full implementation of
local competition is the surest way to benefit consumers and reduce access rates.

• Our plan would require only limited rate prescriptions initially, focused on elements that are the least
susceptible to competition. Broader prescriptions woul~ be necessary only if local competition does not
develop.

• Our plan would not result in precipitous changes in incumbent LEC access revenue, but it does not grant
the incumbent LECs revenue guarantees either. ,

t

• We support increasing the incumbent LECs' pricing flexibility -- but the timing is crucial. The
Commission should resist calls for premature flexibility that would enable the incumbent LECs' to
discriminate in favor of carriers (such as their own affiliates), and to avoid reducing overall access rate
levels toward cost.

3

g



II. THE RELATIONSHIP BE1WEEN
ACCESS REFORM AND LOCAL COMPETITION

• For structural reasons, "access competition" per se is unlikely to reduce access costs for stand-alone IXCs.

• Rather, local competition will create market pressure on certain access, charges, as integrated local and long
distance carriers can avoid incumbent LEC access charges by winning local customers from incumbent LECs.

• Charges to end users -- should become competitive, as incumbent LEes compete with new entrants for end
user business, if local competition develops.

• Special acces~ and dedicated transport -- should become competitive if local competition develops.

• Originating usage charGs -- will remain a bottleneck for stand-alone IXCs; but will become avoidable to
extent IXCs can self-supply (using their own facilities or incumbent LEC unbundled network elements) by
winning customers local business.

• Terminating usage charges -- will not become competitive, because party placing the call (or the IXC) does
not influence the called party's choice of local provider. ·

• Bulk-billed charges -- by definition could never become competitive.,
• Market-driven access reform works only if NO access charMs are applied to unbundled network elements. The,

Commission must reaffirm this essential part of the Local Competition Order. An uneconomic access charge
"tax" on unbundled network element rates would thwart local competition and would doom market-based access
reform.
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III. WORLDCOM'S ACCESS REFORM PLAN

A. Use Local Competition to Drive Access Reform;
Use Access Reform to Drive Local Competition

1. Local competition is the best way to discipline incumbent LECs' access rates and achieve long-term
access reform.

• Rate structure reforms can help facilitate local competition, together with prescriptive rate level changes
targeted to rates that will not be subject to competitive pressure.

~ An immediate prescription of all rates to cost is unnecessary if the FCC takes all necessary steps to
promote local competitiori.

2. No incumbent LEC revenue stream should be guaranteed or shielded frorb competition.. ,

3. The Commission must be vigilant to prevent discrimination and other anti-competitive conduct by
the incumbent LEes during the transition to competition.

• During the transition period, the Commission must not allow forms of pricing flexibility that would enable
incumbent LECs to discriminate in favor of affiliates or;other favored customers, thus forestalling local
competition without bringing overall rates toward cost.

• Some expanded pricing flexibility can be given to,incumbent LECs that have fully satisfied the competitive
checklist, and further flexibility once substantial competition develops.

I

~ But if, by a date certain, an incumbent LEC has not satisfied the checklist, the Commission should
prescriptively reduce all of its access rates to TSLRIC.
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B.

1. Subscriber Loops

! I
Baseline Rate Structure and Rate Level Changes

to Set the Stage for Local Competition

• Eliminate the per-minute CCL charge.

• Eliminate the cap on SLCs for all lines, or at least for business and additional residential lines.

• Recover any remaining loop costs as flat rate from IXCs.

• Exercise Section 10 authority to forbear application of Section 254(g) to permit IXCs to recover flat-rate
access costs in a geographically deaveraged manner, as they wish and as the market dictates.,

I

2. Local Switching

• Rate Structure: Create a flat rate charge to IXCs to recover the costs of line-side switch ports.

• Rate Level:
I

• Line-side 'switch ports: Initialize new rate element at TSLRIC times interstat~ allocation (pending
separations reform, use interstate allocator based on relative use, or 25% as with loop).,

• Terminating usage charge: Re-initialize rate at TSLRIC, because unlikely to become competitive.
I

• Originating usage charge: Re-initialize to recover remaining local switching revenues.

• Price cap treatment: Place each of these elements in a separate service category.

6



3. Transport and Special Access

• Tandem Switching: In response to the CompTel v. FCC remand, re-initialize rate at TSLRIC.

• Cost studies should use Ulowest of the low" to ensure reasonable allocation of forward-looking
common cost loadings to tandem switching and other trunking offerings.

I

• 'Pending development pf acceptable cost studies, can use 0.15 cents per minute proxy from the Local
Competition Order.

• No other rate structure or rate level changes are necessary at this time.

• Special access and high-capacity dedicated transport should not be removed from price caps or
otherwise deregulated at this time.

=> These services are not yet broadly competitive: the incumbent LECs have not even met the
existing expanded interconnection thresholds in many parts of the country.

=> And any such flexibility should await satisfaction of the competitive checklist (Phase I) and a
specific showing of substantial competition (Phase II).

• The Commission should not get bogged down in t:evisiting the non-remanded issues in the Transport
Rate Structure and Pricing proceeding.

=> But if it does so, dedicated and common transport, which use identical inter-office network
facilities, must be treated consistently.

I

=> Rather than shifting dollars from the TIC to common transport, a forward-looking cost study
would have to ~e conducted for both common and dedicated transport.

=> In the current, Uring-shaped" interoffice network, costs are not very distance sensitive. The
partitioned rate structure is not cost-based, and mandating it makes little sense.
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4. SS7

• All agree that SS7 costs must be removed from the TIC.

• Incumbent LECs should not recover any of the shared costs of their SS7 networks from access customers.

• Incumbent LECs use IXCs' SS7 networks as much as the other way around, yet the Commission has
forbidden IXCs from recovering the costs of certain SS7 functions from the incumbent LECs. (Caller ID)

• "Bill-and-keep" makes sense in this context: actual costs are relatively low, transaction costs are high, and
traffic flows are roughly balanced.

• Incumbent LECs recover their SS7 costs from their own end user customers, through vertical feature
charges. Imposing charges on IXCs as well would constitute double recovery.

• (But we support the existing recovery of the costs of dedicated SS7 facilities from the customers that use them,
and the offering of incumbent LECs' SS7 systems as an unbundled network element under Sections 251 & 252.)
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5. Transport Interconnection Charge

a. WorldCom's Proposal for Restructuring and (Over a Short Transition Period)
Eliminating the TIC

• Rate Structure: Restructure the TIC as a flat rate per presubscribed line, to maximize competitive pressure (by
enabling full-service carriers that "win" the end user to avoid the charge).

• Rate Level: Eliminate the TIC by 11111999, using the following mechanisms:

• Universal Service: Target to the TIC all reductions in access charges due to implementation of
competitively neutral universal service mechanisms.

• Price Cap Rate Reductions: Target to the TIC all overall access charge rate reductions due to price cap
productivity adjustments and consumer productivity dividends. Bring home the Fourth Further NPRM.

• Reduce the TIC to reflect certain cost misallocations that inflate access charges:

~ Eliminate from the TIC the costs ofSS7, I;IDB, and other related signalling services.

~ Remove revenues associated with the completed amortization of equal access network
reconfiguration ("EANR") costs. ,

~ ~emove costs of non-regulated services, such as GSF associated with billing & collection.

• It is impossible to identify the "costs" in the TIC, and it would be counterproductive to try. The TIC represents
the residual revenues in connection with the transport rate restructure.

10
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b. The Commission Must Not Establish Guarantees That Would Shield Incumbent
LEC Revenues From Competition

• The worst thing the Commission could do in this proceeding would be to create (or perpetuate) a means to ensure
that incumbent LECs continue to recover revenues shielded from competitive pressure. By definition, local
competition would have no effect in reducing such a charge. This would harm:

• InterexchaPl~e competition, by perpetuating uneconomic access charges, which cause high long distance
rates that harm consumers.

• Local competition, making it dHificult for new entrants, with no comparable guaranteed revenue streams,
to compete, and facilitating cross-subsidization by incumbent LECs.

: I
• Full-service competition, e~tablishinga major barrier to entry ,..- a revenue transfer from competing

providers of long distance (and local) service to their incumbent LEC competitors -- that could lead to a
"price squeeze." Each of these would harm consumers by depriving them of the benefits of competition.

• The incumbent LECs have a right to a "reasonable opportunity" to recover their investments -- not a guarantee.

• Under competition, they should keep revenues only to the extent that they can retain and grow their
customer base in a competitive manner -- not through regulatory subsidies.

• There is no legal basis for the Commission to imlJose a residual subsidy fund.

• The theory that inadequate past depreciation entitles' incumbent LEes to a revenue stream insulated from
competitive pressure: is antithetical to competition; is inconsistent with price cap regulation; and would
unreasonably shift the risks of technological change from regulated utilities to ratepayers.
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C. Manage the Transition ~o Co~petition

by Offering Incentives to the Incumbent LECs

• Phase I u "Potential Competition"

• Triggers: AlB proposed in the Notice -- plus cost-based and non-discriminatory non-recurring charges;
full implementation of competitively neutral universal service support; elimination of the TIC;
and credible and timely enforcement of pro-competitive rules.

• Flexibility measures permitted: geographic deaveraging of all access services; term discounts of no more
than 3 years; streamlined regulation of truly new services that cannot be substituted for existing services.

=> But not: Contract tariffs; competitive response tariffs; additional authority for volume discounts or
term discounts longer than 3 years; deregulation of so-called "new" services that are substitutes for
existing services.

• Phase II -- "Substantial Full-Service Competition"

• Triggers: Market measures showing no less competition than AT&T faced when its services were
streamlined in 1991.

•

•
•

Flexibility measures permitted: all proposed in Notice (except retain rate structure rules, especially for
non-competitive terminating access).

Consider subdividing into two or more intermedi~te phases.
I I

Price cap reform: restructure to create one "network services" basket with nine service categories.

• If an incumbent LEC has not satisfied the competitive checklist by Jan. 1, 1999, the Commission should
prescribe all of its access rates based on forward-looking cost.

12
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IV. A STAGED APPROACH TO IMPLEMENTING ACCESS CHARGE REFORM

• Access Reform Order #1: Adopt in AprillMay 1997, implementing tariffs effective 7/1/97

• Set the stage for local competition.
i

=> Reform the access rate structure

=> Undertake the analytically straightforward, targeted rate level prescriptions
i

=> Define Phase I triggers and pricing flexibility

• Access Reform Order #2: Adopt in Fall 1997, implementing tariffs effective 1/1/98

• Complete the analytically more difficult tasks.

=> Complete Fourth Further NPRM in Price Caps

=> Complete plan to eliminate the TIC

• Access Reform Order #3: Adopt in early 1998, implement based on incumbent LEC performance and competitive
conditions

• Establish plan for reducing r~gulationas competjtion develops -- and fall-back in case it does not develop

=> Specify triggers and pricing flexibility for phases beyond Phase I

=> Specify prescriptive measures if incumbent LECs do not meet Phase I checklist

=> Address ESP/ISP issues

13



ATrACBMENT A

WORLDCOM ACCESS REFORM PLAN

(Summary ofcomments filed January 29, 1997)
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SUMMARY

A. EsmdCOW'. Persptctjve Oll Ac;c;ess BIfum

• Access reform should promote CODSUlDers' closely inter-related
interests in lower Ion. distance rate. aDd future local competition.

.Acce.ss is fundamentally diifereDt from end user services: access is
primazily a ptodw;tign input that camers use to create end user sen'ices.

Today, mODopoly ILEe access charps artfficiaDy iDflate long distance
rates for an con.sumers.

For structural reascms, -access competi.ticm" ata is Dot possible in ways
that would reduce the access costa of staIld-alcme !XCs. Rather, !LEes
will face pressure on their access rates cmly with the development of
lsgJ. CQJPp.tition, aDd the ability of comPetiD.1 camers to supply access to
local customers they have won from the ILECs.

• Access reform should make use of COIIlpetitiv~pressure on access rates
where possibl., recopdziDC that some access rate elements are much
less subject to such pressures.

~hvns to end usm: 1DcwDbent LECs aDd Dew entrants will compete
directly for end user business, so charps to end users are likely to become
competitive - jflocal competiticm develops.

.Q1lmes to carriers:

Spec;ial armu apcUldigattd tnP'Port -- should become competitive if the
1996 Act is implemented succusfully.

OriAIS,swit.c:U.4 er&'" chams - will. remain a bottleneck for stand
aloDe IXCs, aDd will Dot become competitive ata. But will become
~ to the extent IXCs can self-supply oririnatmr access through
vertical iDtep-atioD, as full-service local aDd loDg di.stmce camers, or
through special access. '"

TmnipWg switc::1mi aeqp c:har:es - are Dot likely to be subject to
competition in the fore.seeable future, because the party placing the call 
or that party's IXC - has little or DO ability to influence the called party's
choice oflocal camer.

~WIDl.ld::ttIwmmll-charps imposed whether or not a carrier uses
ILEe access by definitiOD could Dever become competitive.
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B. V t-

1. Local competitioll is the best way to disciplille mCUD1bellt LEes' access
rates and achieve lODr-term. access reform.

In-the short run, the Commj·sicm must make rate structure reforms that
facilitate local competition. and prescriptive rate level changes targeted to
rates that will. not be subject to competitive pressure. Comprehensive rate
level prescripti.cm.s can be avoided iDjt;j.ny.

In the somewhat 1000pr term, the CoJnmi.sicm should ~eboth "carrots"
and -sticks- to induce the incumbent LECs to provide interconnection and
unbundled network elements at reasonable rates, terms, and conditions.

> DlC -camrt": incumbent LECs that have fully satisfied the compe- -
titive checklist should be allowed certain forms of pricing flexibility.

> ~: if an incumbent LEC has not fully sati.s:fied the
checklist by a date certain, the Commission should proceed with
anressively prescriptive access rate reductions.

2. No mC11lllbeu.t LEe reveDue stream should be. paranteed or shielded
from competition.

A paranteed revenue stream would be inconsistennrith market-based
access reform; it would eliminate competitive disc::i.pliDe for such r.eVeDues.
and thus perpetuate above cost access charps.

It would also create a formidable barrier to entry. pviDg incumbent LEes
a revenue stream Dot available to their competitors that they could use to
cross-subsidize competitive services.

UDder the 1996 Act, the incumbent LECs have DO lep.]. right or policy
basis for ruaranteed recovery ofpast investments.

3. The Commission must be vicilant to prevent discrimination and other
anti-competitive conduct by the incumbent LECs durin~the transition
to competition.

~ ~

DurinLLthe transition period. the Commjssion must not allow forms of
pricing flexibility that would enable incumbent LECs to discrimjnate in
favor of their affiliates or other favored customers, thus forestallinc local
competition without briulinc overaD. acress rates closer to cost.

Such di.eniminatory forms of pric:iDC flexibility include contract tariffs,
competitive response tariffs, additional authority for volume discounts or
discounts for terms longer than 3 years. or deregulation of -new" services.
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c. BecommeDclIII.Jl&uliDe Access Bate Structure .pcUlate Level Changes
tp Set tAl StaD ~gmpetitiOJl.

• Rate $trugtgrl: ..
Recover the costs of dedicated facilities throu,h non-traific Sen.s:1t1ve, flat rates:

~:.

> Eliminate the per-minute camer common line charp.

> Eliminate the cap OIl the subscriber line c:harps for all lines, or at
least for busiDess and additicmal resiclentiallines.

> Recover any remajniDr loop cost:I u flat rate £rom !XCs; forbear on
Section 254<1) to pezmit !XCs to recover on a eeocrapmcally
deaverapd basis.

line-liM port mmpop.gt ofJaall!!i.td:liu: Flat rate charce either on
end UHrS or 011 !XCs (with forbearance on Section 254(g».

• BaB..I&Dl:
IDiti.al prescriptive rate level chances should be focused on elements least
subject to competitive pressure. We recommend that the Commjssion initially
set rates based on forward-loamC eccmomic costs only for the following:

T'DPinatipg Lqsal SW'it.c:Aiu - because termiDatiDc switched access rates
are least likely to become subject to competitive pressure.

~-in response to the~ remand.

1';ne-SiAc..Pm Cmppgncnt of:LgalS~ - to initialize a Dew rate
element and adjust the per-minute charre accordingly.

• Trapspon Intetcpppectiop Chlrce:

EJimjnate the TIC immediately, or as SOOI1 as possible.

Take fhst from the TIC all access rate reductions due to UDiversal service,
price caps, and end of equal acCess recompration amortiZation; remove
SS7 costs, retail marketiDr costs, and costs ofnon-replated facilities
from the TIC.

Modify the rate structure of any residual TIC to be a flat rate charp per
presubsaibed line.
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D. M,pale tU.h.plitiop to Competition h.Q:eripcIncentives toI~

• __ .. ": Incumbent LECs that are providin:
unbundled network elements under pro-competitive terms and conditions and at
forward-lookinccost based rates, and that fully comply with other prerequisites
to local competition, should be permitted certain fmns of pricing flexi.bilitr:

At Phase L pmpit: I80craPhic cieaverqinc of an access services; term
discounts of no more than 3 yeazs; streamHned reculation of truly nev..
services (that cam10t be substituted for existin.c access services).

Do not Permit: ccmtraet tariffs; competitive response tariffs; additional
authority for volume disco1Ults or dUcounts for tem1S loneer than 3 years;
or dereplation ofservices that can be substituted for exi.st:i.nC services.

Competitively neutral universal service mechanisms should be fully
implemented and the TIC should be eliminated before Phase I measures
are allowed..

• E:lIB.ll - -SubltaptiaUilD-Seryi;e Cgpmtjitigp,-: lDcumbent LEes that can
show an economically substantial decree affJl1l-aniR= competition, measured
using the HerfiDdahl-Hi%shman Index, should be allowed additional pricinr
flexibility.

But the Commission should not dereculate the rate structure rules for
dominant lLECs (especially for term.inatinr access).

The Commission could consider subdividinC Phase n into two
inte:mediate phases ("em.eq:iDc full service competition" and "substantial
full service competitionj. Such distiDctions could permit a more tailored
approach to further ILEC rate reru!ation.

• If an incumbent LEC has not fully complied with the checklist ofloca1
competition prerequisites by Jan. 1. 1999, the Commission should prescribe all
of its access rates based on forward-looking economic cost.

E. Begin~ormationService providers Need Not Pay
Interstate Carrier Access Charges.
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TABLE 1: SUMMARY OFWORLDCOMtS PROPOSED
ACCESS CHARGE REFORM TRANSITION PLAN

HASEI) ON TilE 1WO-PHASED APPROACH DESCRIBED IN THE NOTICE

It....e of Trillerinl Conditions R.lulatory Ch.nl.s
(;umpetitive •
Development
lIaseline Nqno. • Oa..line rate structure chanles.

• Preecriptive rate level chanl.s for tandem switchinl,
I terminatinl local switchine, and local switc" port

ch.rles.
• Eliminate the TIC (or raDidlY phase it oull.

Phasc I: • Unbundled network element prices based on • Geocraphic deaveraline ofcarrier accesa c"arges and
"Itotunlilll geoeral.hically deaveraled, forward-lookinl economic SLe.
eomlJCtilion" cosls -- and offered under pro-competitive terms and • Term discounts (up to 3 years).

conditions. • Streamlined relulation of new services if cannot be
• Cost-ba..d rates for local transport" termination. substituted for existinl services.
• Ilosale rates b.sed on retail less avoided cost. • Differenlial pricinl of carrier access services for traffic
• Nctwork eloments and services proviaioned rapidly that originates from or term'in.tes to residontial.

. and effectively. sinele·line businesa, or multi-line businesa customere.
• Dialinl p.rity, number port.bility, acceaato rilhte of

way, and open and non-diecriminatory network
elandarde .nd protocola.

• Fun implementation of competilively neutral
universal service mechaniama and TIC eliminated.

• Credible and timely enforcement of pro-competitive,
rulee. .

• Coal-ba..d and non-diacriminatory non-recurrine
chaflea.

Phose II: • General market conditione that the Commiaeion • Volume diacounte.
"Subslontiol found before etreamlinine AT&T'e relulatidn in 1991. • Term diacounts for any lenltt~ term.
COmIU!tition" • lIerlindahl-Hirahman Index level for the parlicutpr • Contr.ct tariffs and competitive rellponse tariffs.

• local market that ie al leaet ae low all that in the • Slreamlined relulation of "new" eervicea lhal can be
lung-dialanco senice markets for which AT&T's Buhsliluted for exietine servicea.
I'egulalion was streamlined in 1991. • "~Iiminalion of Bel)arale baskets, service calegories, and

rale structure rules for trunkinR ami local switchinR.
Ahsence of "otential • Condilions for Phase I notsatislied by Jan. I, 1999. • Itrescription of an access charles 8l fOl'ward-looking
Comltetition economic cost.
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TAIlLE 2: AN EXAMPLE OF AN ALTERNATIVE
ACCESS CHARGE REFORM TRANSITION PLAN

USING MORE THAN 1WO PHASES

Phase of Triggering Conditions Regulatory Changes
Competitive 1

Uevelopment
Bueeline None. • Oaseline rate structure chanles.

I • Preacriptive rate Icvel chanles for tandem
switchinl. terminatinllocal switchinl. and local
switch port charles.

• Eliminate the TIC (or rapidly phase it out),
I'hase I: • Full implementation of all items on competitive • Oeocraphic deaveralinl of carrier access charges
"I'otentiul checklist (see Table I). and SLC.
COIOI)clition" • "'ull implementation of competitively neutral • Term diecountB (up to 3 years).

univer881 service mechanisms and TIC eliminated. • Differential pricinl of carrier access services for
• Credible and timely enforcement o( pro- traffic that orilinates from or terminates to

competitive rules. residential. sinlle-line businen. or multi-line
• Coat-based and non-diacriminatory non-recurrinl business customers.

, CharlIes.
Ithase II-A: • Competitive presence test -- availability of local • Streamlined relulation of new services if cannot be
"~merginl telephone service from facilities-based competitors substituted for existinl services.
"'uti-Service to a certain minimum percentage of both buaine.. • Term diecountB (or any lenlth term.
Competition" and reaidential customers throughout the relevant • Volume diacountB with COlt ahowinl justifying both

gcolraphic area rate level of discounted offering and rate
relationahip to non-diecounted offering.

Phase II-n: • General market conditions that the Comminion • Volume diecounta with le88 jUltification required.
"Substantial found before streamlininl AT&T's regulation in • Contract tariffs and competitive responae toriffs.
It'ull·Service 1991. • Streamlined relulation of "Ilew" services that can be
Competition" • lIerfindahl-Hirshman Index level for the, substituted for exiatinl servicee.

I pal-ticular local market that is at least ae low as • Elimination of separate baeketa, service catelories.
• lhot in the long-distance service markete for w~ich and rate elructure rulee for trunking ond local

AT&T's reKulation was streamlined in 1991. switchinK.
Abscnce of 11utenliul • Conditions for Phase I notsatiefied by Jan. I. • PrescI'illtion of all access chargcs at forward· looking
ConHtclition 1999. cconumic cost.

"
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SUMMARY

• WorldCom's Access Reform Plan - A Third Way.

k1 immediate prescription of all access rates to cost is unnecessuy iI the
FCC takes all necessary steps to ensure that local competition has a
reasonable chance to crow in the near future.

On the other hand, a market-bued approach will not work ifILECs are
allowed escessive prici:D.g flnibility tbat.cau1cl facilitate difc:rimination, or if
their revenues are paranteed free of c:cimpetitift pressure.

1Dstead, WorldCom. suppozts a market-buecl approach that would rely
p%ima:ily onlac:a1 competition to drive oripat:iDc ac:ceu rates toward cast,
and would use acceu refmm to promote local competition:

> I&fprm IS£'" rate I!jl"us;tgD and S'rtr'ip rate 1ID1a: Expowe most
ILEC acceu aerriceI to competitive presau::re, while reduciDc rates tbr
aerriceI CIaL temlin.at:in.c uaaee) that will DeVer be compet:it:ive.

> •. : OfFer uCa DDD-diJcrim;natary fmma of
prici:D.g flfm1rility to induce them to fully implement local compet:itioD;
reeane threat ofrate preecriptioDa iftbey-do DOt.

• The ILEes' Over-aeachin. Arpments for Both !leveDue Guarantees
and DereplatiOD are Mutually lDcoD.listent, aDd MUBf'Be Rejectec1.

Revenue parantees, auch u ~ulk bil1ml" or depreci.atiaa recovery
mechanism., aze iDclmsiatAmt with a com:petitive marbtplace. Further,
then is ahaolutely no 1epl or policy warrant far such paraD.1:ee8.

Prematme dereIulatUm or at:reamun;ne ofILEC acce88 :ecWatUm would
enable the ILECa to aqwW:h 1Dca1 compe1:it:ian.

An nwmmr,;c accea chazp~ an UDbtmdled. network elemeuta would
thwart local am:tpetjl inn, aDd would dDom marbt-buecl acceal :reibzm.

No trauport rate ftrw::tuze or pridne chan... aze DeClllary now. But ifthe
FCC e1ecta to rniaf.t thia iIIue, """man aDd. c1edicated traDapart.u£ be
treated CODIiaten.t1y, uainc an accurate understandinC ofthe podalic
iD~Detwark.. (See attached diqram.) ,

The ILECI must DDt be a11awed double l'"GCII"U1 of the ahand c:a.ta of..
SS7 Detwarb from~ eenice afIiIriDp aDd. CU'2:i8n. Iutad, adapt
-mn.and.bep- far carrier-to- ''Tier SS7 netwark iDtercaDDect:ia .

UDlike the n.ECI' propoul., WarldCam recommencla prqmatic zeb:ma to
a:iat:inc price cap ba·ate and. Mrrice catqarieL
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WORLDCOM'S PROPOSAL FOR GRADUAL IMPlEMENTATION OF
ACCESS REFORM

Tizl:ai.Da of Order Issues to Address IJ.blY' llenlu
Adopt in AprillMay Rat. Squgun • MaDs rate structure more
1997; • Eliminate per minute eCL coat-bued
ILEe tariffs e&ctive and recover an.ub.criber • Impoua moat: of rate burden
711197 loop coItI throuch flat rate OD elements far which

charp. campetit:iTe preume is
• Establish flat rate far tiDe- malt likely to be felt

aide 1acal1Wi1:chport • A"ftIida up-fz=t preecriptiw

• Duzmc tnncition, recover rate ncbzctiaDI, but .:a.o
1-- . TIC u a flat rate cha:p PaidI n'f8DDe pazuteel

Rate IeI1 • lDCUlDbeDt LECa retaiD
• Set iDi,1:ialleft1 ofni.tch !WfttDuee to the extent they

part n.te bueci OIL TELlIC zeiaiD encl \18R e:uatomera
times mtclJt&te anncatiml

• Ba-initi·U- tcm;n'tiDc
10cIl nitrmnl baed. em
TSLBIC

• Bamej:njpr1acIla.itrhi nr
Z'IftZl..wco... t:1zzaach --

-
ari~D'tmc c:baza-

• Balut rate 1eft1be to -
TIC (e.c., tupt uni'etw
..mee, p:ice cap
zed:&u1:i0lll)

Ph" I Tripm Ad Primn.
I'J'Jildlity
• (See WorldCom'. initi·l

CQlDmmta)

Adapt ill FaD. 1997; • Complete 4th FNPBMm • lion~ dtfIScn1t
ILBC ..rifFt -tfet:ti•• pz:ice cape ......tDcamp.....
1IlJ98 • Complete p1a tD -limin·te MttinC - Jacalcampet1t:i=

TIC
Adaptma:rly 1998; • SpecifyUiIPn aDd pririne • "'''Hela pIa_....u;nl
imp1emem:at:ioD baRd flrr1d1ity far phuu be1aDcl ofzoapJetiaa • JGcal aDd
011 n.EC pabm'DM PhueI fu11 eenice C' Ifapetiticm
aDd CCIID,JIetitift • Specify pnecript:ift .....~
eonctiiiQDI - 'IUD=- ifIt.ECa do DDt ""HM la1l-INIckiD ca.-•

meet !'hue I chrkHet lacIl " mp'tItiGD. ...Dat
AdcheM ESPIISP.... lI.•
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